
7

non-usage based costs) that GTE has calculated using the FCC's costing methodology, even

without considering every feature and function of the switches, averages three-and-a-half

times the FCC's ceiling price of $0.004 per minute. See Supplemental Trimble Affidavit at

, 11, Exhibit 2. Further, the loop cost GTE has calculated using the FCC's costing

methodology averages SO percent larger than the FCC's loop price ceiling. ~t Supplemental

Trimble Affidavit at' 8, Exhibit 1. Similarly, the Johnson Affidavit (at Attachment 1)

attached to the GTEISNEI FCC Motion shows that the proxy prices established by the FCC

for unbundled loops lie from 13% to 700,10 below the actual cost, with most falling in the 30

to 40% range.

14. In summary, CLECs exist today in large numbers. Many have end office

switching and loop facilities of their own. Many have colocation arrangements that allow

virtually instant access to GTE's customer base, and the First Rtpon and OrtUr creates a new

form of colocation that will greatly accelerate the proliferation of additional colocation

arrangements. A large number of arbitration proceedings will be completed before mid

January, 1997. Parties in those proceedings have urged adoption of the FCC's proxy prices.

The availability of unbundled network elements, priced at the fCC's below-<:ost proxy prices,

will spur CLECs to purchase those elements and use them either on a stand-alone basis or in

combination with their own capabilities, to quickly attract large numbers of customers. GTE

will immediately lose a large number of customers because of the artificial, uneconomic

pricing advantage bestowed by ~e First &pon and Order.



The affiant-says nothing further.

Subscribed and swom to
before me this 9th d8y of
September, 1996.
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Notary Public
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Exhibit 1

Amdavit of Orville D. Falp

State-by-State Summary

of

CLECs aad ColocanoD ArraalelDeats,



CLECs AND COLOCATION ARRANGEMENTS

STATE CLECswitb eLECs ExistiDS ID-ProSrels
Rqulatory Seekins Colocarioa Coloeatioa
Approval Rqulatory ArraDsemeats ArraDcemeDts

Approval
Arkansas 0 8 0 0
Alabama 6 3 0 0
Arizona 0 5 0 0
California 93 3 7 10
Florida 38 8 7 21
HaWaii 27 15 4 0
JOWl 2 3 0 0
Idaho 0 2 0 0
IlliDois 21 21 1 0
Indiana 0 9 0 0
Kentucky 0 0 1 0
Michigan 6 3 0 0
Minnesota 8 3 0 0
Missouri 1 ., 15 1 1
North Carolina 5 10 4 0
Nebraska 0 7 0 0
New Mexico 0 1 0 0
Nevada 2 7 0 0
Ohio 4 12 1 0
Oklahoma 1 7 1 0
OIqon 12 4 1 2 -
Pennsylvania 5 4 1 0
South Carolina 1 6 0 0
Texas 22 21 3 10
Viqinia 4 4 0 0
WuNngton 22 1 2 2
Wisconsin 9 2 0 0

.
Total 28t 184 34 46



Exhibit 2

Affidavit of Orville D. Fulp

List of End Office Switches Known to Exist

In or Near GTE service area.





ANNOUNCEMENTS REVEALING PLANS FOR ADDITIONAL SWITCHES- .

"MCl said Tuesday it plans to offer local phone service to businesses in Tampa Bay and 24 other
metropolitan areas over its own fiber.aptic network by early 1997 - if regulatory obstacles can
be cleared in time.

"MCI said it expects to install a local switch to handle Tampa Bay phone service by the first
quaner of 1997. But until state regulators iron out the agreements MCI needs with GTE - Tampa
Bay's current local exchange carrier - to connect local phone calls to GTE's local network. local
MCI service must stay on hold."
• SL PetersbWJ Times AUJ\lSl21. 1996

"Bill Stake, Vice President in ATitT's Atlantic States Region, said ATitT is moving as fast as it
can to offer local services before other would-be competitors crowd the market MCI
Communications Corp., Sprint Corp. And Cox Communications Inc, are among those also
planning to provide local service in VirginiL Dozens, perhaps hundreds, ofother lesser-known
companies could follow, operating as rescUers."
• The Virejni. Pilot AUIUSI 21. 1996

. "Similarly, AT&T bas made arrangements with alternative access providers in Chlrlotte and
eight other Carolinas cities that win enable it to beam ofrerin& local telephone service without
using lines owned by local telephone com~es." .

"Intermedia has digital tiver-optic networks in major markets in the Southeast - including
Raleigh-Durham. It offers major long-distance carriers an altemarive to local telephone
companies (or connecting with customers."
• The Cbarloac Observer Aupsl24. 1996

"In the former, Cox Communications Inc., is cxpccted to be one oCHampton Roads' leading new
contestants. But it won't be doing it alone in the local phone business. Cox and several other
large cable operators have teamed up with Sprint Corp., to develop a nationwide strategy for
offerinl a ranae ofphoae services.tt
• The Yirlinia-Pilat JIftUill 23. 1996

"The "full service" netWOrk is back. Cox CommunicatioDS ~., 'plaDs to build I cable network in
Oklahoma City that will deliver telephone, digital video and Intemet data services to homes next
year."
• lnter@ctive Week April 25. I'"

"Intermedia Communications Inc. (NasdaqlNM:ICIX), a rapidly powinc provider of intepated
telecommunications services, today announced a two-year contract to provide Cable It W'ueless,



Inc. (CV/I), the nation's largeS110ng distance company eXclusively serving businesses, with
switched access termination and origination for interstate lona-distance services.

The agreement, potentially covering up to 10 LATAs (Local Access Transport Areas), will be
implemented initially in the Miami LATA beginning in November of this year.

Intermedia will rely on its DMS-SOO switching platform and recently negotiated interconnection
agreements with BellSouth, GTE and SprintlUnited to provide seamless statewide service for
CW!. Intermedia operates advanced, digital switching centers in Miami, Tampa and Orlando
with an additional switching center soon to become operational in Jacksonville."
• Business Wlre AUIU5t 27, 1996

"Mel currently has competitive local exchange facilities in Atlanta, Baltimore, Boston, Chicago,
Cleveland, Detroit, Hartford, Milwaukee, New York. Philadelphia, Pittsburgh, and Seattle.

MCI also will spend nearly 51 billion to build networks in 13 other cities by year-end: Portland;
Los Angeles; San Diego; and San Francisco; Miami; Orlando; and Tampa; Minneapolis; Denver;
Memphis; Newark. NJ.; Phoenix; and Raleigh, N.C.

MCI will resell BellSouth Telecommunications Corp.'s business and residential services in
Orlando and Tampa, F1a; Memphis, Tenn; and Raleiah, N.C.

MCI will resell Pacific Bell's and GTE-Califomia's service to businesses and consumers in Los
Anae1es." .
• Telecommunications Repons Volume 62 Number 3S September 2, 1996

"AT&T will install SESS diaitallocal exchange switched at existin& sites iii downtoWD Chicago
and at nearby Oak Brook, In., and Rollina Meadows, m. It also plans to construd five tiber
optic transmission paths spannina about 350 route-miles. Construction ofthe network will be_ .
completed by the third quarter ofnext year, AT&T said."
• TelecommuniCllioas Ilepon Volume 62 Number 30 July 29. 1996

"Ell bas already invested some S35 million. In addition to the switch investment, Eli will have
installed 150 fiber miles tbrouahout Salt Lake City, Provo, U1ah and Olden, Utah - more than
any other new industry arrival"
• Business Vue Au,. 21.1996

" As ofDecember 31, 1995, lntermedia had 504 route miles and 17,128 fiber miles in place,
increases of33% and S3%.·In the fourth quarter, 27 buildings were connected to Intennedia's
fiber netWorks, bringina the total number ofbuildinp to 380 from 353 at September 30, 1995,
and 293 at year-end 1994. The Dumber ofCAP and enbJnced data customers iDcreased 11% in
the fourth quarter to 509 from 458 at September 30, 1995, and pew 4,." from 347 at year-end
1994.



For the quarterl enhanced data switches grew to 31 from 15, a 1070/0 increase; enhanced data
nodes (customer locations) increased 23% to 2,286 from 1,860; and enhanced data cities served
grew to over 600 from 509, an 18% increase over the third quaner 1995."
*Business Wire February 28, 1996

"Brooks Fiber P"ropenies (Nasdaq: BFPn, a nationwide provider of competitive local
telecommunications services, today announced the lighting of new metropolitan area fiber-optic
networks in four western cities initiating service on more than 133 route miles and 12,800 fiber
miles. The new networks include: Albuquerque, New Mexico; Tucson. Arizona; Bakersfield and
Fresno, California.
* PRNewswire June 14, 1996

MFS...notified 21 local exchange caniers of its intention to enter into collocation agreements in
specific MFS cities and has dedicated approximately 100 employees to the task ofnegotiating
and implementing such agreements. The company plans to interconnect at LEe central offices
in all it's network cities and plans to deploy approximately 25 additional local switches over the
25 previously planned."
• M2 PRESSWlRE June 11, 1996

"AT&T today announced agreements with five co~panies allowing business customers in:m
~ to connect with AT&Tts network for some services as an alternative to access provided by
local phone companies. Terms of the agreements were not disclosed.

The alternative access providers are: American Communications Services, Inc., Annapolis, Md.;
Brooks Fiber Properties, St Louis; Hyperion Telecommunications, Coudersport, PI.; IntelCom
Group, Denver; and Timer Warner Communications, Denver.

The Time Warner Communications agreement includes deciicated and switched local phone
service and switched access for business services. American Communications Services, Inc.,
Brooks Fiber Properties, Hyperion Telecommunications and IntelCom Group will supply
dedicated connections for businesses, and AT&T is diseussiq terms for an agreement with them
that would provide switched local phone service and switched access service. None ofthe
agreements involves aD equity investment from AT&T.

These agreements demonstrate that AT&T will Dot limit itself to resellinalocaJ service obtained
from monopoly phone companies, we'll continue to pursue arrangements with o1her companies
that provide access to custOmer and also build network facilities on a selective basis to offer local
service."
*AT&T Press Release April 11, 1996

>
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Exhibit 3

Amdlvit ofO"Dle D. Fulp

Maps of GTE's Los Aaeeles (CA)

Senrial Area

Showinl LocatiODS of

GTE aDd KDoWil CLEC End Omce Switches,

Colocatioa Arna,e.eats, lad

KDown CLEC Fiber RiDI LoOp Networks.
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Case No. _

(DC Circuit Case No. 96-1319)
(Consolidated with Case

No. 96-3321)

Respondents.

Petitioners,

IN THE UNITED STATES COURT OF APPEALS
FOR THE EIGHTH CIRCUIT

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

v.

GTE Service Corporation, GTE Alaska
Incorporated. GTE Arkansas Incorporated.
GTE California Incorporated. GTE Florida
Incorporated, GTE Midwest Incorporated,
GTE South Incorporated, GTE Southwest
Incorporated. GTE North Incorporated.
GTE Northwest Incorporated, GTE Hawaiian
Telephone Company Incorporated. GTE West
Coast Incorporated, Contel of California, Inc.,
Contel of Minnesota, Inc. and ConteI of the
South, Inc.,

Federal Communications Commission and
United States of America,

AfI.lDAVII OF DON6LD M. EEB&Y

STATE OF WASHINGTON §
COUNTY OF SNOHOMISH §

Donald M. Perry, being duly swam accordin& to law, states IS follows:

1. My name is Donald M."Perry and I am the Manaaer of Forecast Methods for GTE

Telephone Operations("GTE" or 'ihe Company'). In that capacity I am responsible for the

development of new methods for forecasting the demand for GTE's three major service

categories: customer lines, usage, and new products; conducting demand studies; developing and

1



analyzing market research studies for local exchange services and new products; and providing

analyses for rate filings..

2. I have over 15 years experience in demand forecasting and analysis, survey design

and sampling, and market research analysis. I have over 8 years experience with GTE. During

this time I have held various positions, all related to demand analysis, forecasting, survey design

and analysis. I received a B.S. in Oceanography and Chemistry from the University of

Washington in 1972. In 1980 I received a B.A. in Economics, and in 1982 an M.A. in

Economics from the University of Washington. I have successfully completed field exams in

micro economics, econometrics, and natural resource economics and completed my general

examination for the Ph.D.

3. The purpose of this affidavit is to discuss the factors affect:in& consumer choice of

a service supplier, and the costs and difficulty involved in winning customers back from a

competitor.

4. The Trimble Affidavit establishes that the methodology used by the FCC for

establishing the proxy price ceilings for unbundled loops and local switehing results in prices that

are significantly lower than the Company's true costs of providing service.

5 • The fulp Affidavit finds that: (1) the competing local exchange service providers

("CLBCsj will have artificially low cost structures because of the FCC's mandatory proxy

prices,' (2) as a result, this will allow the CLECs to price their services below GTE's cost-based

prices, and (3) that the CLBCs have substantial existina plant capability to ensure that they can.

2



attract customers rapidly.

6. Anation-wide survey of over 25,000 residential customers conducted for PNR

Associates demonstrates that one of most important factors affecting consumer demand for local

exchange service is the relative price for the service, e.g., incwnbent Local Exchange Carners

(ILECs) relative to the CLECs. The survey also shows that the ILECs have little incumbency

advantage and that the market for local exchange service will be highly competitive. This survey,

and other published surveys, such as Morgan Stanley and Yankee Group, indicate market share

loss could range over time from twenty to forty percent for ILECs in their own franchised

territory exclusive of ILEC opportunities to compete with each other.

7. This study also shows that consumer demand is highly sensitive to price and that

the ILECs may lose at least an additional 15 percentage points of customer market share if one or

more competitors undercut GTE's price by l00tlo. lbis is a conservative estimate of the revenue

impact because the FCC's proxy price ceilings would provide all of the CLECs with this

capability and because a small percentage of customers account for a large proportion of the

revenues, revenue share losses are likely to be greater.

8. Once lost, market share can only partially be recovered and only at great cost. In

the MCI Friends & Family/AT&T True Value battle, AT&T spent S870 million dollars for cash

incentives (Advertising Age Jan 30, 1995, pp. 3-4) to regain just 1% of market share, at the rate

of S51.18 per customer. Given that AT&T and MCI were fighting only for the long distance

portion of the customer's bill.. then"GTE would need to spend at least that amount per customer

to regain a portion of the l~ market share lost to artificially low prices.

3



9. Based on the market research that I have reviewed, there will be an amount of lost

revenue and gcx1dwill that·will result from competition which will be immediate, certain and

permanent However, the total amount of the revenue loss and damage to GTE's goodwill caused

by rivals offering unfairly discounted rates, or by procuring and combining unbundled network

elements in order to provide discounted local exchange service is not susceptible of precise

quantification.

The affiant says nothing further.

4



•

Subscribed and sworn to

before me this 10th day of

September, 1996.
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TASE

Not Provided

Joint Motion of GTE Corporation

and the So.uthern New England Telephone Company

For Stay Pending Judicial Review



Before the
Federal Conununications Commission

Washington., D.C. 20554

In the Matter of

Implementation of the Local Competition
Provisions in the Teleconununications Act
of 1996

)
)
)
)
)

CC Docket No. 96-98

JOINT MOnON OF GTE CORPORATION

AND THE SOUTHERN NEW ENGLAND TELEPHONE COMPANY

FOR STAY PENDING JUDICIAL REVIEW

Madelyn M. DeMatteo
Alfred 1. BNnetti
Maura C. Bollinser
SOUTHEkN NEW ENGLAND
TELEPHONE COMPANY
227 Church Street
New Haven, CT 06506

Dated: August 28, 1996

Walliam P. Barr
Ward W. Wueste, Jr.
Gail L. Polivy
M. Edward Whelan
GrB SEllVICE CORPORATION
1150 M Street, N.W.
Suite 1200
Washilllt0n, D.C. 20036
(202) 463-5200


